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MANAGEMENT’S DISCUSSION AND ANALYSIS 
(Unaudited) 

 
As management of the Virginia Board of Accountancy (Board), the Board offers readers of these 

financial statements this narrative overview and analysis of the financial activities of the Board for the fiscal 
year ended June 30, 2014.   
 
Financial Highlights 
 

The assets of the Board exceeded its liabilities at the close of the most recent fiscal year by 
$1,836,401 (net position), an increase of $994,924 in comparison with the prior year.  Of this amount, 
$1,618,360 represents unrestricted net position, which may be used to meet the Board’s ongoing obligations. 
 

At the close of the current fiscal year, the Board’s governmental funds reported combined ending 
fund balances of $1,671,150, an increase of $920,195 in comparison with the prior year.  The committed 
portion of the fund balance is $1,668,729 which is available for spending at the Board’s discretion. 
 
 At the close of the current fiscal year, the total fund balance for the Board’s Operating Fund was 
$441,911, or approximately 33 percent of total operating expenditures.  The Board also has a Trust Account 
to be used for the study, research, investigation, and adjudication of matters involving possible violations of 
statutes or regulations relating to the profession of public accounting, or for any other purpose the Board 
determines is relevant to its statutory purposes and cannot otherwise be funded through its Operating Fund.  
At the close of the current fiscal year, the Trust Account reported an ending fund balance of $1,229,239. 
 
 Recognizing that additional revenues would be necessary to cover operating expenses and to maintain 
sufficient funds in its Trust Account, the Board initiated a regulatory change to increase fees in January 2008.  
The final phase of this fee package was approved in September 2012 and became effective on January 1, 
2013.  The Board anticipates that this fee increase will sustain its Operating Fund and Trust Account needs 
for at least the next six years.  As a result of the increase in fees that was effective January 1, 2013, the 
Board’s licensing and examination fees revenue exceeded its operating expenses and mandatory transfers for 
the second year in a row. 

 
 FY2007 was the last time the position level of the Board staff increased.  Since that time, the Board 
has seen a steady increase in the number of new, tracked enforcement cases opened  and a 29% increase in the 
number of licensed CPA's in Virginia (from 19,891 to 25,627).  As a result of this significant growth and 
small staff size, the Board needed additional resources to support its ongoing operating needs.  The Board 
requested and was approved, effective FY 2014, two (2) new positions and the conversion of two (2) part-
time to full-time positions to support increased/on-going operating needs.  The Board also underwent a major 
office renovation in FY 2014 to expand and renovate office space to accommodate the new positions.   
 
 Continued investments in technology are necessary to achieve the operational efficiencies necessary 
for the Board to reach its strategic goals. The Board is supported by a generic off-the-shelf licensing software 
system. The current system does not meet the needs of staff, applicants, licensees or the public. The system is 
in need for updates and modifications.  The Board is planning to procure a web-based, database system that 
will meet our specific business processes and work flow needs. This IT investment will provide operational 
efficiency by reducing ongoing operations and maintenance cost.  
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Overview of the Financial Statements 
 

This discussion and analysis is intended to serve as an introduction to the Board’s basic financial 
statements, which are comprised of three components: (1) the entity-wide financial statements, (2) the fund 
financial statements, and (3) the Notes to Financial Statements.  
 
Entity-Wide Financial Statements 
 

The entity-wide financial statements are designed to provide readers with a broad overview of the 
Board’s finances, in a manner similar to private-sector business. 
 

The Statement of Net Position presents information on all of the Board’s assets and liabilities, with 
the difference between the two reported as net position.  Over time, increases or decreases in net position may 
serve as a useful indicator of whether the financial position of the Board is improving or deteriorating. 
 

The Statement of Activities presents information showing how the Board’s net position changed 
during the most recent fiscal year.  All changes in net position are reported as soon as the underlying event 
giving rise to the change occurs, regardless of the timing of the related cash flows.  Thus, revenues and 
expenses are reported in this statement for some items that will only result in cash flows in future fiscal 
periods (e.g., earned, but unused vacation leave). 
 

The entity-wide financial statements can be found on pages 8 and 9 of this report. 
 
Fund Financial Statements  
 

A fund is a grouping of related accounts that is used to maintain control over resources that have been 
segregated for specific activities or objectives.  The Board, like other state and local government agencies, 
uses fund accounting to ensure and demonstrate compliance with finance-related legal requirements.  All of 
the Board’s funds are governmental funds. 
 
Governmental Funds   
 

Governmental funds are used to account for essentially the same functions as governmental activities 
in the entity-wide financial statements.  However, unlike the entity-wide financial statements, governmental 
fund financial statements focus on near-term inflows and outflows of spendable resources, as well as balances 
of spendable resources available at the end of the fiscal year.  Such information may be useful in evaluating a 
government agency’s near-term financing requirements. 
 

Because the focus of governmental funds is narrower than that of the entity-wide financial statements, 
it is useful to compare the information presented for governmental funds with similar information presented 
for governmental activities in the entity-wide financial statements.  By doing so, readers may better 
understand the long-term impact of the Board’s near-term financing decisions.  Both the Governmental Funds 
Balance Sheet and the Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund 
Balance provide a reconciliation to facilitate this comparison between governmental funds and governmental 
activities. 
 

The Board has two governmental funds (Operating Fund and Trust Account), both of which are 
special revenue funds.  Information is presented in separate columns in the Governmental Funds Balance 
Sheet and in the Governmental Funds Statement of Revenues, Expenditures, and Changes in Fund Balance 
for each fund. 
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The Board adopts an annual operating budget for its Operating Fund.  The Board’s budget is prepared 
principally on a cash basis and represents appropriations as authorized by the General Assembly.  A 
budgetary comparison statement has been provided for the Operating Fund to demonstrate compliance with 
this budget. 
 

The basic governmental fund financial statements can be found on pages 10 through 14 of this report. 
 
Entity-Wide Financial Analysis 
 

As noted earlier, net position may serve over time as a useful indicator of a government’s financial 
position.  In the case of the Board, assets exceeded liabilities by $1,836,401 at the close of the most recent 
fiscal year. 
 

By far the largest portion of the Board’s net position (88 percent) is unrestricted, meaning they may 
be used to meet the Board’s ongoing obligations.  The remaining 12 percent of the Board’s net position 
reflects its net investment in capital assets.  The Board uses these capital assets to provide services to exam 
and license applicants, regulants and the public; consequently, these assets are not available for future 
spending.   
 

Net Position 
 

2014 2013
Current assets 1,751,877$   921,911$     
Capital assets 218,041       120,533       

     Total assets 1,969,918     1,042,444     

Current liabilities 80,727         165,956       
Long-term liabilities 52,790         35,011         

     Total liabilities 133,517       200,967       

Net position:
  Net investment in capital assets 218,041       120,533       
  Unrestricted 1,618,360     720,944       

     Total net position 1,836,401$   841,477$     
 

 
At the end of the current year, the Board reports a positive balance in both categories of net position.  

The same situation held true for the prior fiscal year.   
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The Board’s net position increased by $994,924 during the current fiscal year.  This increase 
represents the degree to which licensing and examination fees exceeded operating expenses.  Key elements of 
this increase in net position are as follows: 
 

Changes in Net Position 

2014 2013
Program revenues:
  Charges for services 2,280,626$   1,537,393$   
General revenues:
  Monetary penalties 361,362       191,765       

     Total revenues 2,641,988     1,729,158     

Licensing and enforcement expenses 1,277,236     1,140,203     

Increase (decrease) in net position before
transfers 1,364,752     588,955       

Transfers/(net) (369,828)      (201,320)      

Increase (decrease) in net position: 994,924       387,635       

Net position - July 1 841,477       453,842       

Net position - June 30 1,836,401$   841,477$     
 

 
Financial Analysis of the Entity’s Special Revenue Funds 

 
As noted earlier, the Board uses fund accounting to ensure and demonstrate compliance with finance-

related legal requirements. 
 

The focus of the Board’s governmental funds is to provide information on near-term inflows, 
outflows, and balances of spendable resources.  Such information is useful in assessing the Board’s financing 
requirements and fee structure.  In particular, unrestricted fund balances may serve as a useful measure of the 
Board’s net resources available for spending at the end of the fiscal year.   
 
Program Revenues and Expenditures 
 

At the end of the current fiscal year, the Board’s special revenue funds reported combined ending 
fund balances of $1,671,150.  The committed portion of the ending fund balances is $1,668,729, meaning it is 
available for spending at the Board’s discretion. 

   
The Operating Fund is the primary operating fund of the Board.  At the end of the current fiscal year, 

the total fund balance of the Operating Fund was $441,911.  As a measure of the Operating Fund’s liquidity, 
it may be useful to compare the fund balance to total fund expenditures.  The Operating Fund balance 
represents approximately 33 percent of total expenditures. 
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The total fund balance of the Board increased by $920,195 during the current fiscal year.  Key factors 
affecting the change in fund balance are as follows: 
 

• Revenues from licensing and examination fees increased by $752,638 (49%) over 
the previous year as a result of a fee increase effective January 1, 2013. 

• Personal services expenses increased by $105,302 (15%).  Salaries increased 
effective July 25, 2013 due to the compensation changes authorized by Chapter 
806, 2013 Acts of Assembly, Item 468.  In addition the Board requested and 
received four additional positions to support increased/on-going operational needs 
effective in FY 2014.  Two positions are new and two were currently filled part-
time positions that were converted into full-time positions.  One of the new 
positions was filled in November of FY 2014.  The other new position remained 
vacant in FY 2014 and is planned to be filled in FY 2015.   

• Contractual services expenses increased by $18,060 (6%).  The Board’s 
contractual expenses increased by $83,276 for one-time contractual expenses 
related to the office expansion/renovation project.  In addition the Board’s 
expenses decreased by $33,903 for our annual maintenance contract with System 
Automation which was withheld pending satisfactory performance. 

• Equipment expenses increased by $85,941 (1,514%) related to one-time expenses 
for modular cubicle office systems and the conference room which are related to 
the office expansion/renovation project.  Another one-time equipment expense  
was for the purchase of a computer and software to support our Communications 
Program. 

At the end of the current fiscal year, the total fund balance of the Trust Account was $1,229,239.  On 
September 18, 2012 the Board initiated Board Policy #1 – Trust Account.  This policy states that it shall be 
the policy of the Board to maintain operating funds equal to approximately three months of the operating 
budget.  As a result of the fee increase that went into effect on January 1, 2013, during FY 2014, the Board 
transferred a net total of $903,543 from the Operating Fund into the Trust Account.    
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Operating Fund Budgetary Highlights 
 

The Board adopts an annual operating budget for its Operating Fund.  The Board’s budget is prepared 
principally on a cash basis and represents appropriations as authorized by the General Assembly.  The Board 
budgeted total expenditures of $1,648,384 and there were no budget amendments.  During the year, revenues 
exceeded budgetary estimates primarily due to an increase in the number of licensees and CPA Examination 
applicants.  Actual expenditures were less than budgetary estimates.  

 
Recognizing that additional revenues would be necessary to cover operating expenses, the Board 

initiated a regulatory change to increase fees in January 2008.  The final phase of this fee package was 
approved in September 2012 and became effective on January 1, 2013.  The Board anticipates that this fee 
increase will sustain its operational needs for at least the next six years. 
 
Capital Assets 
 

The Board’s net investment in capital assets at June 30, 2014, amounts to $218,041 (net of 
accumulated depreciation).  This amount consists of software costs for the Board’s computerized licensing 
system, capitalized leasehold improvements and modular office furniture systems.  Additional information on 
the Board’s capital assets can be found in Note 5 on page 17 of this report. 
 
  

6 



 

Economic Factors and Next Year’s Budget and Rates 
 

The Board’s major source of revenue is licensing and examination fees.  The Board experienced an 
increase in the number of licensed individuals, firms and CPA Examination candidates in the current fiscal 
year.  However, revenue from licensing and examination fees has increased significantly resulting from the 
fee increase that became effective on January 1, 2013. 
 
                  CPA License Holders 

At June 30, 2014 At June 30, 2013
Individuals 26,348 25,627
Firms 1,218 1,230
     Total 27,566 26,857  

 
 On-going expenditures during the current fiscal year are increasing, primarily in the areas of personal 
services, information technology, legal services and fiscal services.  The Board also underwent significant 
one-time costs in the current fiscal year related to the office expansion/renovation.  The Board is also 
planning on significant one-time costs in FY2015 or FY2016 related to the purchase of a new licensing 
database system.  All of these factors were considered in preparing the Board’s budget for the fiscal year 
ending June 30, 2015. 
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VIRGINIA BOARD OF ACCOUNTANCY
STATEMENT OF NET POSITION
As of June 30, 2014
With Comparative Figures for 2013

2014 2013
Assets:
  Cash held by the Treasurer of Virginia (Note 3) 1,733,256$      825,561$           
  Accounts receivable (Note 4) 16,200             94,000               
  Prepaid items (Note 1E) 2,421               2,350                 
  Capital assets, net of accumulated depreciation (Note 5) 218,041           120,533             

Total Assets 1,969,918        1,042,444          

Liabilities:
  Accounts payable 17,889             31,774               
  Accrued salaries payable 50,338             46,182               
  Due to the State Literary Fund (Note 4) 12,500             88,000               
  Compensated absences payable (Note 6) 52,790             35,011               

Total Liabilities 133,517           200,967             

Net Position:
  Net investment in capital assets (Note 5) 218,041           120,533             
  Unrestricted 1,618,360        720,944             

Total Net Position 1,836,401$      841,477$           

The accompanying Notes to Financial Statements are an integral part of this statement.  

Governmental Activities
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VIRGINIA BOARD OF ACCOUNTANCY
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2014
With Comparative Figures for 2013

2013
Program Net (Expense) Net (Expense) 

Revenues Revenue and Revenue and
Charges for Changes in Changes in

    Expenses       Services       Net Position       Net Position    

Functions/programs:
Governmental activities
    Licensing, examination and enforcement functions 1,277,236$ 2,280,626$ 1,003,390$    397,190$       

General revenues:
    Monetary penalties 361,362         191,765         

Transfers:
    Transfers to the State General Fund (8,466)           (9,555)           
    Transfers to the State Literary Fund (361,362)       (191,765)       

        Total general revenues and transfers (8,466)           (9,555)           

        Changes in net position 994,924         387,635         

Net position, July 1 841,477         453,842         

Net position, June 30 1,836,401$    841,477$       

The accompanying Notes to Financial Statements are an integral part of this statement.  

Governmental Activities
2014
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VIRGINIA BOARD OF ACCOUNTANCY
BALANCE SHEET
GOVERNMENTAL FUNDS
As of June 30, 2014
With Comparative Figures for 2013

Operating Trust
       Fund       Account 2014 2013

Assets:
Cash held by the Treasurer of Virginia (Note 3) 504,017$       1,229,239$    1,733,256$   825,561$      
Accounts receivable (Note 4) 16,200           -                    16,200          94,000          
Prepaid items (Note 1E) 2,421             -                    2,421            2,350            

Total assets 522,638$       1,229,239$    1,751,877$   921,911$      

Liabilities, deferred inflows of resources and fund balance:

Liabilities:
  Accounts payable 17,889$         -$                  17,889$        31,774$        
  Accrued salaries payable 50,338           -                    50,338          46,182          
  Due to the State Literary Fund (Note 4) 12,500           -                    12,500          8,750            

      Total liabilities 80,727           -                    80,727          86,706          

Deferred Inflows of Resources:

  Deferred revenue -                    -                    -                    84,250          

      Total deferred inflows of resources -                    -                    -                    84,250          

Fund balance:
     Nonspendable:

  Prepaid insurance 2,421             -                    2,421            2,350            
     Committed for:

 Board operations 439,490         1,229,239      1,668,729     748,605        
     Total fund balance 441,911         1,229,239      1,671,150     750,955        

522,638$       1,229,239$    1,751,877$   921,911$      

  Amounts reported for governmental activities in the Statement of Net Position
  are different because:

1,671,150$   750,955$      

    Deferred Revenue Not Due to the State Literary Fund -                5,000            

218,041        120,533        

    Long-term liability for compensated absences is not due and payable
    in the current period and therefore is not reported in the funds. (Note 6) (52,790)         (35,011)         

Net position of governmental activities (page 8) 1,836,401$   841,477$      

The accompanying Notes to Financial Statements are an integral part of this statement.  

Special Revenue Funds

Total

Total fund balance (per above)

Capital assets reported for governmental activities are not financial 
 resources and, therefore, are not reported in the funds. (Note 5)

Total liabilities, deferred inflows of resources and 
fund balance
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VIRGINIA BOARD OF ACCOUNTANCY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2014
With Comparative Figures for 2013

Operating Trust
       Fund      Account 2014 2013

Revenues:
  Licensing and examination fees 2,285,031$   -$                 2,285,031$    1,532,393$     
  Other revenues 595               -                   595                -                      
  Monetary penalties 361,362        -                   361,362         112,515          

  Total revenues 2,646,988     -                   2,646,988      1,644,908       

Expenditures:
Licensing, examination and enforcement functions:
   Personal services 804,988        -                   804,988         699,686          
   Contractual services 326,532        -                   326,532         308,472          
   Supplies and materials 16,381          -                   16,381           6,706              
   Transfer payments 1,506            -                   1,506             359                 
   Continuous charges 115,941        -                   115,941         91,501            
   Equipment purchases 91,617          -                   91,617           5,676              

  Total expenditures 1,356,965     -                   1,356,965      1,112,400       

  Excess/(deficiency) of revenues over expenditures 1,290,023     -                   1,290,023      532,508          

Other financing sources/(uses):
  Transfers to/from other funds (Note 7) (903,543)       903,543       -                     -                      
  Transfers to the State General Fund (8,466)           -                   (8,466)            (9,555)             
  Transfers to the State Literary Fund (361,362)       -                   (361,362)        (112,515)         

  Total other financing sources and uses (1,273,371)    903,543       (369,828)        (122,070)         

        Net change in fund balance 16,652          903,543       920,195         410,438          

Fund balance, July 1 425,259        325,696       750,955         340,517          
Fund balance, June 30 441,911$      1,229,239$  1,671,150$    750,955$        

Special Revenue Funds

Total
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VIRGINIA BOARD OF ACCOUNTANCY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE, continued
GOVERNMENTAL FUNDS
For the Year Ended June 30, 2014
With Comparative Figures for 2013

2014 2013

920,195$         410,438$      

(5,000)              5,000            

97,508             (21,578)        

(17,779)            (6,225)          

Changes in net position of governmental activities (page 9) 994,924$         387,635$      

The accompanying Notes to Financial Statements are an integral part of this statement.  

Special Revenue Funds

Total

The expense associated with compensated absences reported in the Statement of Activities 
does not require the use of current financial resources and, therefore, is not reported as 
expenditures in the governmental funds.

Amounts reported for governmental activities in the Statement of Activities are different because:

Net change in fund balance (page 11)

Governmental funds report equipment purchases as expenditures. However, in the 
Statement of Activities the cost of those assets is allocated over their estimated useful lives 
and reported as depreciation expense.  This is the amount of equipment purchases less 
depreciation expense in the current period.

Governmental funds report revenue when they are collected within sixty days of the end of 
the current fiscal year. However, in the Statement of Activities revenues are recorded when 
earned.  This is the amount of deferred revenue that is not due to the State Literary Fund 
less prior year deferred revenue that is not due to the State Literary Fund.
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VIRGINIA BOARD OF ACCOUNTANCY

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE

PREPARED ON THE BUDGETARY (CASH BASIS) OF ACCOUNTING

SPECIAL REVENUE FUND

For the Year Ended June 30, 2014

With Comparative Figures for 2013

 2013

Final Budget/ 

Actual Variance 

Original Final Actual Positive/ Actual

     Budget          Budget         Amounts       (Negative)       Amounts    

Revenues:

  Licensing and examination fees 1,976,476$  1,976,476$ 2,282,331$  305,855$      1,531,393$ 

  Monetary penalties 68,000         68,000        357,612       289,612        108,265      

  Other Revenues -                   -                  595              595               -                  

     Total revenues 2,044,476    2,044,476   2,640,538    596,062        1,639,658   

Expenditures:

 Licensing, examination and enforcement functions:

   Personal services 937,083       937,083      800,832       136,251        699,736      

   Contractual services 505,200       505,200      340,417       164,783        292,058      

   Supplies and materials 8,050           8,050          16,381         (8,331)           6,706          

   Transfer payments 1,500           1,500          1,506           (6)                  359             

   Continuous charges 111,951       111,951      116,012       (4,061)           91,523        

   Equipment purchases 84,600         84,600        91,617         (7,017)           5,676          

      Total expenditures 1,648,384    1,648,384   1,366,765    281,619        1,096,058   

      Excess/(deficiency) of revenues

       over expenditures 396,092       396,092      1,273,773    877,681        543,600      

Other financing sources/(uses):

  Transfers from/(to) other funds (Note 7) -                   (903,543)     (903,543)      -                    (117,532)     

  Transfers to the State General Fund (8,570)          (8,570)         (8,466)          104               (9,555)         

  Transfers to the State Literary Fund (68,000)        (68,000)       (357,612)      (289,612)       (108,265)     

     Total other financing sources and uses (76,570)        (980,113)     (1,269,621)   (289,508)       (235,352)     

     Net change in fund balance 319,522       (584,021)     4,152           588,173        308,248      

Fund balance, July 1 499,865       499,865      499,865       -                    191,617      

Fund balance, June 30 819,387$     (84,156)$     504,017$     588,173$      499,865$    

Operating Fund
2014
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VIRGINIA BOARD OF ACCOUNTANCY
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCE, continued
PREPARED ON THE BUDGETARY (CASH BASIS) OF ACCOUNTING
SPECIAL REVENUE FUND
For the Year Ended June 30, 2014
With Comparative Figures for 2013

2014 2013
Actual Actual

Amounts Amounts

     Net change in fund balance (page 13) 4,152$             308,248$       

6,450               5,250             
9,800               (16,342)         

(3,750)              (4,250)           

Change in fund balance on modified accrual basis (page 11) 16,652$           292,906$       

The accompanying Notes to Financial Statements are an integral part of this statement.  

This statement presents comparisons of the legally adopted budget prepared on the cash basis of accounting with actual data 
prepared on the cash basis.  Actual amounts reported on the modified accrual basis of accounting are different because:

        Accrued revenues on modified accrual basis
        Accrued expenditures on modified accrual basis
        Accrued transfers on modified accrual basis

Operating Fund
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THE VIRGINIA BOARD OF ACCOUNTANCY 
 

NOTES TO FINANCIAL STATEMENTS 
 

JUNE 30, 2014 
 
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 

A. Reporting Entity 
 

The Board regulates the practice of accounting in Virginia, protecting and serving the 
citizens of the Commonwealth by administering the laws and regulations for their financial 
health, safety, and welfare.  The Board’s major activities include reviewing applications to 
ensure applicants are competent to enter the public accounting profession; determining 
continued qualifications for licensure; conducting audits of continuing professional education; 
and adjudicating enforcement cases and disciplining those who do not follow acceptable, 
ethical, or professional standards. 

 
A separate report is prepared for the Commonwealth, which includes all agencies, 

boards, commissions, and authorities over which the Commonwealth exercises or has the 
ability to exercise oversight authority.  The Board is an agency of the Commonwealth and is 
included in the Commonwealth’s Comprehensive Annual Financial Report.   

 
B. Fund Accounting 

 
The activities of the Board are accounted for in its special revenue funds.  Special 

revenue funds account for transactions related to resources received and used for committed or 
specific purposes. 

 
The Board has two special revenue funds.  The Operating Fund is the Board’s primary 

operating fund.  It accounts for all financial resources of the Board, except those resources held 
in the Trust Account.  The Trust Account is to be used for the study, research, investigation, 
and adjudication of matters involving possible violations of statutes or regulations relating to 
the profession of public accounting, or for any other purpose the Board determines is relevant 
to its statutory purposes and cannot otherwise be funded through its Operating Fund.  Both 
funds are considered major funds of the Board.  

 
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation 

 
Entity-Wide Financial Statements – The entity-wide financial statements (i.e., the 

Statement of Net Position and the Statement of Activities) report information on all of the 
Board’s financial activities.  For the most part, the effect of interfund activity has been removed 
from these statements.  The Statement of Activities demonstrates the degree to which direct 
expenses are offset by program revenues.  Direct expenses are those that are clearly identifiable 
with a specific program.  Program revenues consist of charges to exam applicants and 
regulants.  Other revenues not included among program revenues are reported instead as 
general revenues. 

 
The entity-wide financial statements are reported using the economic resources 

measurement focus and the accrual basis of accounting.  Revenues are recorded when earned 
and expenses are recognized when a liability is incurred, regardless of the timing of related cash 
flows.   
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Governmental Fund Financial Statements – The financial statements also include 

separate fund financial statements.  The Operating Fund and Trust Account are reported in 
separate columns in the fund financial statements.  The fund financial statements are reported 
using the current financial resources measurement focus and the modified accrual basis of 
accounting.  Revenues are recognized as soon as they are both measurable and available.  
Revenues are considered to be available when they are collectible within the current period or 
soon enough thereafter to pay liabilities of the current period.  For this purpose, the Board 
considers revenues to be available if they are collected within sixty days of the end of the 
current fiscal year.  Expenditures generally are recorded when a liability is incurred, as under 
accrual accounting.  However, expenditures related to compensated absences are recorded only 
when payment is due. 

 
D. Fund Balance 

 
With the implementation of GASB No. 54, the fund balance classifications are reported 

as Non-spendable, Restricted, Committed, Assigned, and Unassigned.  The Non-spendable 
fund balance includes amounts that cannot be spent because they are either a) not in spendable 
form or b) legally required to be maintained intact such as the corpus of a permanent fund.  The 
Committed fund balance includes amounts that can be used for specific purposes pursuant to 
constraints imposed by formal action of the government’s highest level of decision-making 
authority through enabling legislation.   The highest level of decision authority for the 
Commonwealth is the General Assembly and the Governor. 

 
With the implementation of GASB No. 65, deferred revenue previously reported as 

liabilities are reported in a separate section for deferred inflows of resources which represents 
accounts receivable that was not collected within sixty days of the end of the current fiscal year.   

 
E. Prepaid Items 

 
Prepaid assets for rent, insurance, and similar items are recognized when purchased and 

expensed when used. 
 

F. Summarized Comparative Data 
 

The basic financial statements include certain prior-year summarized comparative 
information in total but not at the level of detail required for a presentation in conformity with 
generally accepted accounting principles. Accordingly, such information should be read in 
conjunction with the Board's financial statements for the year ended June 30, 2013, from which 
the summarized information was derived.  

 
2. BUDGETARY INFORMATION 
 

The Board adopts an annual operating budget for its Operating Fund.  The Board’s budget is 
prepared principally on a cash basis and represents appropriations as authorized by the General 
Assembly.  Unexpended appropriations at the end of the fiscal year generally lapse.  However, they 
may be reappropriated for expenditure in the following fiscal year.  The Governor, as required by the 
Code of Virginia, submits a budget composed of all proposed expenditures for the state, and of 
estimated revenues and borrowing for a biennium, to the General Assembly.  

 
The budget is prepared on a biennial basis; however, the budget contains separate 

appropriations for each year within the biennial budget, as approved by the General Assembly, and 
signed into law by the Governor.  For management control purposes, the budget is controlled at the 
program level.   
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Appropriations of special revenue funds may allow expenditures in excess of the original 

appropriations to the extent that revenues of the funds exceed original budget estimates and such 
additional expenditures are approved by the Governor through supplemental appropriations.   

 
3. CASH WITH THE TREASURER OF VIRGINIA 
 

All state funds of the Board are held by the Treasurer of Virginia, pursuant to Section 2.2-1800, 
Code of Virginia, who is responsible for the collection, disbursement, custody, and investment of state 
funds.  Each fund’s equity in pooled state funds is reported as “Cash Held by the Treasurer of Virginia” 
and is not categorized as to credit risk. 
 

4. RECEIVABLES AND DUE TO THE STATE LITERARY FUND 
 

The Board levies and collects penalties and administrative fees from regulants and non-
regulants found guilty of violating the Board’s statutes or regulations.  The proceeds from penalties are 
deposited into the state’s Literary Fund in accordance with Section 19.2-353, Code of Virginia. The 
proceeds from administrative fees are deposited into the Board’s Operating Fund.  Consequently, 
receivables are partially offset by a corresponding amount Due to the State Literary Fund and are not 
available to meet the Board’s current operating needs.  At June 30, 2014, the amount Due to the State 
Literary Fund for collections on monetary penalties was $12,500. 

 
 June 30, 2014 
Gross receivables $229,075 
Less: allowance for doubtful accounts (212,875) 
  
            Net Receivables $16,200 

 
5. CAPITAL ASSETS 
 

The following presents capital activity for the year ended June 30, 2014: 
 

 

Balance at Balance at
June 30, 2013 Acquired Deleted June 30, 2014

Software 183,388$       -$           -$       183,388$      
Tenant improvements 32,383 69,151 -         101,534
Equipment -                   64,237    -         64,237         

     Total depreciable assets 215,771         133,388  -         349,159       

Less accumulated depreciation (95,238)         (35,880)   -         (131,118)      

       Capital assets, net 120,533$       97,508$  -$       218,041$      
 

 
The Board capitalizes all software and equipment with an initial, individual cost of $5,000 or 

more and an estimated useful life in excess of one year.  This includes capitalizing personal service 
costs and vendor payments associated with developing its licensing software for internal use.  The 
Board capitalized the tenant improvement costs associated with preparing the Perimeter Center building 
for occupancy to the extent that they exceeded $5,000, in addition to costs associated with 
reconfiguration of existing office space during FY 2011 and the office expansion/renovation during  
FY 2014. 

 
Capital assets are reported at historical cost less accumulated depreciation.  Depreciation of 

software and equipment costs is expensed on a straight-line basis over their estimated useful life of ten 
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years.  Depreciation of tenant improvement costs is expensed on a straight-line basis over the ten year 
life of the lease agreement. 

 
 
6. COMPENSATED ABSENCES 
 

Compensated absences reflected in the Statement of Net Position represent the amounts of 
vacation, sick, and compensatory leave earned by the Board’s employees but not taken at 
June 30, 2014.  The amount reflects all earned vacation, sick, and compensatory leave payable under 
the Commonwealth’s leave payout policies.  Information on the Commonwealth’s leave payout policies 
is available at the statewide level in the Commonwealth’s Comprehensive Annual Financial Report.   

 
Balance at Balance at

June 30, 2013 June 30, 2014
$35,011 $57,719 ($39,940) $52,790 

Increases Decreases

 
 

7. TRANSFERS TO AND FROM THE TRUST ACCOUNT 
 

In accordance with § 54.1-4405.1 of the Code of Virginia, a special nonreverting fund known 
as the Board of Accountancy Trust Account (the Trust Account) was created.  The purpose of the Trust 
Account is to provide a supplemental source of funds to the Board on a timely basis for its use in the 
study, research, investigation or adjudication of matters involving possible violations of the statutes or 
regulations pertaining to the profession of public accounting or for any other purpose that the Board 
determines is germane to its statutory purposes and cannot otherwise be funded through the Operating 
Fund.  During FY 2014 the Board transferred a total of $903,543 into the Trust Account, creating a cash 
balance on June 30, 2014 of $1,229,239. 

 
 
8. LEASE COMMITMENTS 
 

On August 2, 2007, the Board moved its offices to the Perimeter Center Building at 9960 
Mayland Drive, Henrico, VA  23233.  The move brought the Board together with five other state 
agencies to facilitate the use of shared space and services.  On August 29, 2007, the Board entered into 
a ten-year operating lease for the new space.  The Board underwent an office space 
expansion/renovation during FY 2014.  Increased costs related to the expansion are included in the 
future obligations listed below.  The Perimeter Center Building was sold to a new owner in May of 
2014.  There is a possibility that this lease will be extended by adding five years to the current term in 
consideration for a rent reduction. 

 
A summary of future obligations under the Board’s lease agreement as of June 30, 2014, 

follows: 
 

Year Ending June 30,   Amount     
2015  $    72,354  
2016        74,344  
2017        76,388  
2018        58,823 (Lease expires on 3/31/2018) 

         $  281,909  
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9. PENSION PLAN AND OTHER POST RETIREMENT BENEFITS 
 

The Board’s employees are employees of the Commonwealth.  The employees participate in a 
defined benefit plan administered by the Virginia Retirement System (VRS).  The VRS also administers 
life insurance and health related plans for retired employees.  Information related to these plans is 
available on a statewide level in the Commonwealth’s Comprehensive Annual Financial Report.  The 
Commonwealth, not the Board, has overall responsibility for contributions to these plans. 

 
10. RISK MANAGEMENT 
 

The Board is exposed to various risks of loss related to torts; theft or damage to, and destruction 
of assets; errors and omissions; non-performance of duty; injuries to employees; and natural disasters.  
The Board participates in insurance plans maintained by the Commonwealth.  The state employee 
health care and worker’s compensation plans are administered by the Department of Human Resource 
Management and the risk management insurance plans are administered by the Department of Treasury, 
Division of Risk Management.  Risk management insurance includes property, general liability, faithful 
performance of duty bond, and automobile plans.  The Board pays premiums to each of these 
Departments for its insurance coverage.  Information relating to the Commonwealth’s insurance plans is 
available at the statewide level in the Commonwealth’s Comprehensive Annual Financial Report. 
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VIRGINIA BOARD OF ACCOUNTANCY 
 

BOARD MEMBERSHIP 
As of June 30, 2014 

 
 
 

The Board is comprised of five Certified Public Accountants who hold Virginia licenses, one educator 
in the field of accountancy who holds a Virginia license, and one public member.  The Governor appoints each 
member to a term of four years and no member may serve more than two consecutive terms. 

 
Andrea M. Kilmer, CPA, CFF, CGMA   

Chair 
 

W. Barclay Bradshaw, CPA  
Vice Chair 

 
Robert J. Cochran, Ph.D., CPA James M. “Jim” Holland, CPA 

Marc B. Moyers, CPA Stephanie S. Saunders, CPA 
Vacant (public member) 
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  April 22, 2015 
 
 
The Honorable Terence R. McAuliffe  
Governor of Virginia 
 
The Honorable John C. Watkins 
Chairman, Joint Legislative Audit 
   And Review Commission 
 
Board Members 
Virginia Board of Accountancy 
 
 

INDEPENDENT AUDITOR’S REPORT 
 
Report on Financial Statements 

 
We have audited the accompanying financial statements of the governmental activities and 

each major fund of the Virginia Board of Accountancy (Board) as of and for the year ended June 30, 
2014, and the related notes to the financial statements, which collectively comprise the Board’s basic 
financial statements as listed in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
 
 Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control relevant to 
the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error.   
 
Auditor’s Responsibility 
 

Our responsibility is to express opinions on these financial statements based on our audit. 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements 
are free of material misstatement.   

http://www.apa.virginia.gov/
mailto:reports@apa.virginia.gov
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An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, 
including the assessment of the risks of material misstatement of the financial statements, whether 
due to fraud or error.  In making those risk assessments, the auditor considers internal control 
relevant to the entity’s preparation and fair presentation of the financial statements in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control.  Accordingly, we express 
no such opinion.  An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall financial statement presentation.   

 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide 

a reasonable basis for our audit opinion.   
 
Opinion 
 
 In our opinion, the financial statements referred to above present fairly, in all material 
respects, the respective financial position of the governmental activities and each major fund of the 
Board as of June 30, 2104, and the respective changes in its financial position and the respective 
budgetary comparison for the operating fund for the year then ended, in accordance with accounting 
principles generally accepted in the United States of America.  
 
Emphasis of Matter 

 
As discussed in Note 1. A., the basic financial statements of the Board are intended to present 

the financial position and the changes in financial position of only that portion of the governmental 
activities and aggregate remaining fund information of the Commonwealth of Virginia that is 
attributable to the transactions of the Board.  They do not purport to, and do not, present fairly the 
Commonwealth of Virginia’s overall financial position as of June 30, 2014, and the changes in its 
financial position and its cash flows, where applicable, for the year then ended in conformity with 
accounting principles generally accepted in the United States of America.  Our opinion is not modified 
with respect to this matter. 
 
Other Matters 
 

Prior-Year Summarized Comparative Information 
 

We have previously audited the Board’s 2013 financial statements, and we expressed an 
unmodified audit opinion on the respective financial statements in our report dated March 12, 2014.  
In our opinion, the summarized comparative information presented herein as of and for the year 
ended June 30, 2013, is consistent, in all material respects, with the audited financial statements 
from which it has been derived.  
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Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 

management’s discussion and analysis on pages 1 through 7 be presented to supplement the basic 
financial statements.  Such information, although not a part of the basic financial statements, is 
required by the Governmental Accounting Standards Board who considers it to be an essential part 
of the financial reporting for placing the basic financial statements in an appropriate operational, 
economic, or historical context.  We have applied certain limited procedures to the required 
supplementary information in accordance with auditing standards generally accepted in the United 
States of America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the 
basic financial statements.  We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 
 
Other Reporting Required by Government Auditing Standards 
 

In accordance with Government Auditing Standards, we have also issued our report dated 
April 22, 2015, on our consideration of the Board’s internal control over financial reporting and on 
our tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements, and other matters.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance.  That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Board’s internal control over financial reporting and compliance. 

 
 AUDITOR OF PUBLIC ACCOUNTS 
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